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NOTES ON CURRENT LEGISLATION 

MARGARET A. SCHAFFNER 

Uniform Public Accounting and State Supervision of Accounts. The 

Indiana legislature in its recent session provided for a state-wide system 
of uniform public accounting and State supervision of accounts. The 
law was enacted without serious opposition after an effective campaign 
by the Merchants' Association of Indianapolis and other commercial 
and civic bodies. 

Uniform accounting has been the subject of considerable theoretical 
discussion, but as applied to public offices has had little practical applica- 
tion. The literature of the National Municipal League as well as of 
many other civic and scientific bodies abounds in valuable discussions 
of the principles involved and advantages to be had in uniform accounts. 
Economists and publicists are agreed substantially on this subject, but 
legislatures have been slow to conceive the possibilities of reform 
involved in its application to public offices. 

Many municipalities have installed a uniform system for all offices and 
accounts of the municipality. The interstate commerce commission 
prescribes a system of accounts for interstate railroads; the Wisconsin 
public utility law requires a uniform system of accounts for public utili- 
ties whether operated by private companies or by municipalities; and 
the New York public utility commission is given a similar power to 
require uniform accounts. These are examples of the application of the 
system, which is the same in principle whether applied to public utilities 
or to public offices. Examples of state-wide applications of the system 
are few, though there are many cases of its practical application in partic- 
ular classes of offices. Thus several States require uniformity in county 
or municipal accounts and reports; others extend or limit the system as 
their needs demand. Wyoming was the first State to apply uniform 
accounts to all offices and institutions, State and local, and to certain 
corporations. The office was created by the constitution. It has been 
highly successful under its able examiner, who has been in office for seven- 
teen years, and the powers of the office have been extended from time to 
time especially in the matter of investigation. The State of Montana 
enacted a similar law in 1895 applying to county and State offices and to 
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banking and certain other corporations. In 1902 the State of Ohio fell 
in line with this progressive movement and was the first important com- 
mercial State to adopt a comprehensive law. Massachusetts provided 
for uniform accounts and reports from all municipalities in 1906 and 
Iowa has also a system of uniform accounts applying to cities having a 
population of 5000 or more. Colorado adopted a uniform accounting 
law in 1907 and Indiana has just brought together the experience of 
these States into a complete and effective measure. 

Supervision of accounts and investigation of public offices has gone 
farther, especially in the grant of discretionary powers to State officials 
to make investigations of any office at any time. This is a wholesome 
check upon graft. It has resulted in great good, as in New York, where, 
by the law of 1905, the comptroller was given power to investigate local 
offices. 

A comprehensive system of uniform accounts, supervision, inspection 
and reports is provided for in the new Indiana law, which is perhaps the 
most complete and carefully worked out law on the subject in any State. 
It was adopted by the legislature without a single material change from 
the draft of the bill presented by the merchants' association, whose activi- 
ties were responsible for the sentiment which demanded the law and 
caused its enactment. The law provides for a State examiner to be 
appointed by the governor for an indefinite time, subject under the 
constitution of the State to removal by the governor, at a salary of $4000. 
Two deputies are also to be appointed by the governor. A sufficient 
number of field examiners are to be chosen by a system of competitive 
examination, but not more than one-half can belong to any one political 
party. The governor, auditor of state and state examiner are con- 
stituted a board to install a system of uniform accounts for every public 
office and every public account of the same class, of the State, counties, 
townships, cities, towns, and school corporations and all State institu- 
tions. The accounts of every office must show in detail the receipt and 
expenditure of public funds and of the receipt, use, and disposition of 
public property. Separate accounts of every appropriation or fund of 
the municipality or institution showing date and manner of payment and 
the name, address and vocation of the parties to whom any moneys are 
paid and the authority authorizing such payment are required to be kept 
and verified. Separate accounts for each department, undertaking 
and institution, and for every public service industry owned by the 
municipality, and detailed reports of such public service industry show- 
ing the actual condition and cost of service are required. 
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The reports of all municipalities subject to the law are to be made to 
the State examiner on uniform forms and must show in detail each item 
of receipts from all sources and all expenditures and by what authority 
authorized, including a statement of the cost of ownership and opera- 
tion of public service industries owned by the municipality; the public 
debt and such specific information of the cost of any department as 
may be required; the revenues from liquor licenses and specific informa- 
tion connected with the same; and the amount of school funds and the 
investment of such funds. 

The reports of the State examiner are to contain a summary of the 
information received and comparative tables showing the cost of each 
branch of service for the different municipalities. The uniform account- 
ing and reporting provisions are designed to give an intelligent basis for 
comparison and to further the object of the law. namely, to eliminate 
waste and fraud in public office, State and local. The Merchant's 
Association conducted their campaign for this law upon the platform 
that one of the greatest evils of the State and the greatest drain upon the 
resources of the people arose from the wasteful methods of local govern- 
ment, and from the frauds perpetrated in State and local offices. The 
exposure of several flagrant cases of graft in county offices as well as in 
State offices, gave impetus to the movement. 

The chief examiner is authorized by himself, his deputies, or field 
examiners to make an investigation of the books of any officer under his 
supervision at any time and he is required to make such investigation 
at least once every year. At such time inquiry must be made as to the 
financial condition and resources of each municipality or institution and 
into the method and accuracy of the accounts and reports of the office 
examined. If the examination discloses malfeasance, misfeasance or 
non-feasance on the part of any officer, the report of that fact shall be 
filed with the governor who then notifies the attorney-general and pro- 
ceedings must be brought against the officer on his bond for the amount 
of funds misappropriated. Penalties are provided for any failure to 
perform the duties imposed upon any public officer. 

The purpose of the framers of the law has been not only to eliminate 
graft but also to furnish accurate information upon which to base other 
remedial legislation. The reform of the fee and salary system is an end 
to be attained by means of the provisions which require detailed state- 
ments of the fees collected by every officer for the municipality or for 
his own use. It is safe to assume that when the people realize the 
waste which always accompanies the fee system they will demand that 
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this easy going means of legalized public graft be abolished completely. 
The law provides for separate accounts of fees collected, showing the 
amount paid into the treasury and the amounts retained by the officer. 
It will be possible from the statistics obtained to determine the cost of 
local government and a more careful analysis of the problems of State 
and local taxation will be possible. A similar result for the expense of 
the administration of justice will be obtained by means of the provision 
requiring reports of fines and forfeiture to be made by all officers who 
receive fines and forfeiture. The reports of the chief examiner will form 
a body of information upon which scientific legislative reforms may be 
made. 

The expense of examination is to be paid by the municipality examined. 
All other expenses come out of the State treasury. All examinations 
are to be made without notice to any officer or employee of the office 
examined. All the powers conferred are additional to the powers of the 
governor to make examinations and require reports which have been 
conferred upon him by law. The law is comprehensive and clear. It is 
somewhat revolutionary in its method, but it cannot fail with proper 
administration to give needed relief. It has been attacked as an infringe- 
ment of the right of local self-government. It does limit the power of 
local officials to do as they please, but the limitation is salutary and will 
result in more economical government. Local finance is too often a 
scandal and local control is ineffective to prevent wasteful and fraudu- 
lent methods. State control over the municipalities is the remedy 
applied by this law and however it may seem to violate certain rights of 
local government it should be commended as the only effective check 
yet devised upon local extravagance and graft. On this subject it is 
well to quote the words of Governor Johnson of Minnesota in his recent 
message to the legislature. Commenting upon the need of a uniform 
system of accounts and inspection he said: "Two invincible arguments 
are advanced for such a system of uniform municipal accounting: First, 
the protection of public funds from irregularities, and second, a statistical 
presentation of the local budget in such form that taxpayers will be able 
to make intelligent comparisons of the public revenues and expenditures 
of their respective towns and counties with other towns and counties of 
like conditions and population. To bring home to the general taxpayer 
and voter the properly classified facts in regard to the cost of the several 
branches of the local government, with comparative statistics for other 
municipalities of like population, has proved by experience to be the 
most effective means of producing economical, honest and efficient 
local government." John A. Lapp. 



